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On;Behalf o£~the.120,000 Federal employees‘ahd retirees
represeﬁted by the Natidnal TfeaSﬁry Employees Union, we appre-
ciate this oppor;unity to submit our views on the effect of

'requiring new Federal employees to.be co&ered by both social
‘,:securityJAnd the civil service retirementAsystém.
The issue of how.to alleviate the 1afge financial burden
- that will be placed on Federal employees hired on or after Jan-
~uary 1, 1984 due to their inclusion under the Sécial Security
.System is one thét must be addressed._ We commend you, Mi. Chairman,
for the leadership and responsibility you have shown in seeking
a rapid législative solution to this problem. -

Let us‘state'ftom the oufset that we view this issue as
critical not just as an immediate coﬁcern, but for the long-term
retirement security of Federal,employeés. During the debate
earlier this year on the Social Security Amendments of 1983 (now
Public Law 98-21); we opposéd the inclusion of new Federél and
postal émployées under social security for numerous reasons. We |
were primarily‘concerned_abouf the~effect§ of this change upon
the future solﬁéncy of the current civil service retirement sys-
tem and upon the morale of the workforce where workers performing
the same job would bé paying different amounts for their
retifement. When the law was enacted, we were told that Congress‘
was commiﬁted to ensuring the financial security of civil service
retirement and of relieving new workers of the burden of paying
into bbth.systems. o

The time has cbme for Congress to make goéd on its commitment.
On Jaﬁuary 1, 1984, ﬁewly hired Federa1 and postal workérs will

pay approximately 14 percent of their gross salaries in social
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security taxes and civil'service retirement. ontributions. In

‘addition, the Administration has endorsed a plan which we believe

would disrupt the continuity of funding to the c1v11 service

N

retirement system.

In Senate hearings last week .Ofrice of Personnel Management
Director Donald J. Devine expressed the Administration’ 'S support
for removing new employees totally'from the civil service retire-
ment{system. Under this option, tne’employees would only pay into
social security and would be allowed to purcbase.retroactiye
coverage in the new supplementary retirement plan that willvbe
developedt

_ Having stated this_position,phowever; the Director then went '

on to say that the Administration would be willing to consider

requirements that the goverhment continue to make contributions

to the civil service retirement fund and to provide disability
and survivor protection to these workers-during that time. While
we are glad that the Administration at least recognizes some of
the problems associated with its recommendation, we cannot sup-
port this position.

It is not the fault of future Federal employees that Congress
chose to cover them under social security while no supplementary
retirement is in place. Given the complexity of developing such
a retirement system and the extreme care and‘deliberation that
mustibeAtaken before it is enacted, no one canfsay for sure
excactly when the systemvnould be in place. We believe that in

order to guarantee the continuation of funding into the present

'system and protect employees to the fullest extent poss1b1e a

definite answer must be reached. The responSibilities-of the
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governmeht and the employees must be clearly articulated and
enacted.. Alldwing new Federal énd'postal workers to remain

covered only by'social security for an indefinite period is

 simply unacceptable.

We believe that another solution must be found. The Gen-

-:eral Accounting Office listed five options that could be pursued.

‘One of these -- the idea of granting new employees a tax credit

for their civil service retirement contributions -- has a great

deal of merit, but it has drawn significant opposition to the

point where it probably cannot be enacted.

We Believe that the best solution available would encom-

pass the following features:

- all new employees would remain under the civil service

retirement system until a new supplementary plan is enacted’

when‘they,would be placed under that system;

- new employees would_péy the 6.7 percent FICA tax;

- new employees would also pay 1.3 percent of the contribu-
tions to the civil service retirement system; this would
be done to ensure that all workers are paying the same

.amount of their salaries toward retirement;

- the government would continue to pay 7 percent for each

employee into the CSR fund;
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- ‘the remaining 5.7 percentAoffthe employéechontribﬁtion
would be paid out of general revenues to be amortized over

a thirty-year period.;

We bélieventhat.this éystém ééférs the best available means
to deal equitably with the problem ét ﬁand. The GAO egtimgtes
that employee contributions by newzﬁires'in'l984 would total
about~$470,million; Deducting the?};vaercent that the eﬁployees
would pay, means that the government would amortize the remain-.
ing amount to be paid in authorized annual installments ovef 30
years. Tﬁere'is precedent for this in that Congress chose to
handle parf of the funding forfthe«present civil service retire-

ment system in this fashion. This -offers a low-cost alternative ..
y
4

In addition, our proposal ensures fairness by requiring that
all employees pay the same amount for retirement. This would
alleviate any problems with administration and morale that would
certainly develop under:present conditions.

Finally, this solution would fulfill Congress' commitment

to maintain the funding of the present civil service retirement

system. Eventually, the long-term issue of what happens when

employee contributions to the fund diminish will have to be

addressed. But in the interim, the stability of the system dur-

ing the'peribd when' a supplementary piah'is developed will be

ensured. We urge the Subcommittee to adopt our proposal.

Mr. Chairman, this cbncludes my preparedvremarks.f We would

be happy to answer any questions the Committee may have.
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